Abstract: This article examines how foreign direct investments influence the performance and entrepreneurship of domestic firms, a crucial question for economies -especially transition economies -driven by the incursion of global, exogenous factors. This research uses a qualitative research methodology, and specifically a case study method. The country in question is Macedonia, a Southeast European economy. Further, the study is interested in the way foreign direct investments shape the overall business environment. Overall, the results point to the influence of foreign firms in assisting business activity. The impact of foreign investment is, in general, positive, and tends to influence the restructuring process of domestic economy.
Introduction
The research examines foreign direct investments in Southeast Europe economies and, in particular, the Republic of Macedonia. Since the beginning of the transition process to a global market economy, 1 foreign direct investments have been a priority, an essential pillar that moves society toward such an economy. Indeed, there are unsettled impressions related to the phenomenon of foreign direct investment related to the transition countries of Southeast Europe. Over the past decade the Republic of Macedonia, a developing country, has tried to attract inward foreign direct investment (FDI), designing policies and incentives that increasingly facilitate the location of multinational companies in the country. The academic significance of the topic is in determining the factors that influence foreign direct investments, as well as the way FDI spillovers contribute towards the overall development of Southeast Europe transition economies.
Theoretical and Literature Framework
The literature related to the effects of foreign direct investments is abundant. It covers many aspects related to the ways domestic economy reacts to global exogenous inputs. Usually, there is a dichotomy in classification i. e. negative and positive. Thus, as far as negative/horizontal outcomes are concerned, they are usually conditioned on several intra-industry factors in different parts of the world (Blomström and Sjöholm 1999; Konings 2001; Gorodnichenko 2007) . Nevertheless, there are positive/vertical outcomes noticed in many studies which deal more specifically and consider factors in depth, such as region of origin and export orientation (Monastiriotis and Alegria 2011) ;the distinctiveness of beneficiary economy and related FDIs (Acemoglu et al. 2010) ; and firm and sector characteristics (Halpern and Muraközy 2007; Keller and Yeaple 2009) .
There are numerous studies analyzing the effects of foreign ownership in transition countries where mixed evidence is predominant. In this context, total factor productivity of domestic firms has proven to have positive growth in the initial post-reform period in Poland (Konings 2001; Damijan et al. 2013) , Czech Republic (Djankov and Hoekman 2000; Arnold et al. 2011) , Romania (Javorcik 2004a; Javorcik 2015) , Estonia and Slovenia (Damijan et al. 2003 (Damijan et al. , 2013 (Damijan et al. , 2015 . In these studies it has been found that foreign investors tend to endow firms with above-average productivity, thus the results are robust. On the other hand, there are mixed effects found for Hungary, Slovakia (Damijan et al. 2003; Onaran and Stockhammer 2008) , Bulgaria (Konings 2001; Bitzenis 2003; Nicolini and Resmini 2010) . Additionally, foreign ownership can be influential to the hosteconomy through spillovers and linkages (Cantwell and Piscitello 2002; Girma et al. 2015b) .
In this regard, respected international companies are investing a great deal in their research and indeed they are at the edge of applied science. Thus, it is expected that most of research and development originates from firms operating in more than one country giving higher rates of innovation overall (Criscuolo et al. 2010) . Therefore it is anticipated that such companies hold intangible, value-added knowledge assets, which in turn contribute to their market share and expansion (Table 1) .
Efficiency Effects from Foreign Direct Investments

Inter-Industry (Horizontal) Effects
The first is the direct effect of foreign capital, which is related to the conduct of foreign owned affiliates in a host country and to their productivity in contrast to domestic firms. In this instance, researchers conduct estimates on the 'treatment' or direct effects that foreign ownership has on domestic firms using microeconometric evaluation (Harris and Robinson 2002; Girma and Görg 2007; Arnold and Javorcik 2009; Damijan et al. 2015) . However, the companies that will not be able to meet those strengths within any particular sector subjected to foreign entry will eventually be pushed out of the market. Overall, these (Kathuria 2000) . In the literature it is noted that foreign direct investments can cause spillovers with negative upshots on domestic companies' productivity (study on Venezuela) (Aitken and Harrison 1999) , which is consistent with a study on Indian FDIs' impact (Kathuria 2000) . Horizontal or inter-industry spillovers are quite likely not to occur due to the fact that foreign and domestic companies function differently, especially if it is known that domestic firms lack the ability to exit out of their primary business environment. Therefore, generally the foreign companies function as enclaves where their know-how has nothing to do with the local companies (Kokko 1994) . Negative results can be caused also on vertical levels when market is distorted and foreign direct investment externalities influence supply chains of domestic companies, tightening productivity gains and profit levels, which is translated in a loss of competitive advantage to domestic enterprises (Beugelsdijk et al. 2008) . The direct effect of foreign direct investment refers to comparison of productivity between affiliates of foreign firms and domestic firms. Nonetheless, it must be affirmed that FDIs can have negative consequence on domestic companies in two basic modes: 1) they can appropriate their market or 2) attract the finest human capital thus starving the local economy of good quality resources. As a result of such developments, the domestic companies might suffer a drawback on economies of scale and higher costs (Aitken and Harrison 1999) .
Intra-Industry (Vertical) Effects
The second aspect relates to the indirect effect or spillovers, i. e., whether there is any effect from the presence of foreign firms on the productivity of domestic or other foreign-owned firms. The theoretical foundation is that domestic firms can learn from the presence of foreign owned firms, e. g., technology transfer (Blalock and Gertler 2008) , supply-chains linkage (Hatani 2009 ), qualified labor that moves from a foreign firm to a domestic competitor, thus transferring knowledge, etc. (Fosfuri et al. 2001) .
Vertical spillovers affect upstream and downstream domestic firms. The vertical spillovers are frequently found to be positive and quite considerable (Javorcik 2004b; Barrios et al. 2011) . Further, more recent research on developed countries provide evidence on positive productivity spillovers, like the study on UK manufacturing plants (Haskel et al. 2007) or US manufacturing plants (Keller and Yeaple 2009) .
There is a positive structural effect of subsequent presence of foreign owned firms in increasing performance of domestic firms, as well as growth of new firms by increasing demand for intermediate inputs, fostering network activities, providing demonstration cases, yielding knowledge, innovation and financial spillovers (Markusen and Venables 1999; Barrios et al. 2011; Guadalupe et al. 2012; Damijan et al. 2013) .
Certainly, local companies can benefit if they keep direct contacts with the FDIs, i. e., at early stage as suppliers and later as part of the extended supply chain of the foreign entrant (Girma et al. 2015a ). An increase of overall standards generates increased productivity of domestic firms, and such spillovers are frequently found to be positive and quite considerable (Javorcik 2004a; Barrios et al. 2011; Apostolov 2016) . Nonetheless, foreign direct investments and presence of foreign capital can be positive even in nonexistence of spillovers. Especially when taken under consideration the cases of economies in transition, the foreign direct investments have crucial role in overall enterprise restructuring (Blanchard 1998; Apostolov 2014) .
Additionally, it is more probable that vertical or intra-industry spillovers are to boost the domestic companies through technology leakages as they have strong incentive to localize favorable supplier base or consumers i. e. backward/foreword spillovers. When cooperating with suppliers, FDIs are interested in quality intermediate products and the technology is to be transferred to more domestic companies in order to escape a single supplier's bargaining power (Blalock and Gertler 2008) . On the other hand, it is in the best interest of the company to increase demand providing support to domestic consumers and thus transfer of process skills. Then again, the effect can be absent in a direct form. If such a case does appear, vertical spillovers are to be found indirectly in 1) increased domestic productivity and product quality; 2) economies of scale of domestic companies that are achieved by supplying FDIs and new entries of domestic companies to the same market on behalf of increased demand; 3) better availability of technological goods increases productivity of domestic firms or downstream technology diffusion via trade; 4) mechanisms as a rule linked to horizontal spillovers, such as imitation or employment turnover, which may crop up in vertical spillovers as well (Table 2) . and activities that produce value in form of products and services in the hand of the ultimate consumer" (Christopher 1999) . Specifically, the practice of supply chain management leads to lower inventories, reduction in cycle time, improved quality and better customer service (Davis 1993) .
Different countries present different supply chain environments. A country's supply chain environment is the foundation of the supply chain capability of the country. This view of supply chain capability is consistent with Nelson and Winter's view of organizational capability (Nelson and Winter 2009 ). Thus, a construct such as supply chain capability which incorporates factors with a bearing on the efficiency of transactions would be relevant to an FDI's location decision. If comparative advantage is the ultimate driver of FDI (Kogut and Zander 1993) , locations offering lower cost of managing the transfer of knowledge and operations would be preferred. The principal constituent elements of supply chain capability of a country are infrastructure quality, maturity of the supply environment and absorptive capacity. (Porter 1990) . A country's competitiveness is determined not only by labor costs and technology but is also driven by the efficiency of its dominant organizing principles (Kogut 1991) . While the firm specific advantages (FSA) create the 'push' for investment across borders, country capabilities such as location-specific advantages (LSA) and supply chain capability (SCC) create the 'pull' for attracting investments (Kogut 1991) (Figure 1 ).
Methodology of Research
In this article we use qualitative research in general terms, consisting of an investigation that seeks answers to the question of how a foreign direct investment presence affects a small national economy.
The strength of qualitative research is its ability to provide complex descriptions of how processes depend on one another. This research is based on a popular method of qualitative research, that is, the case study (Stake 1995) . This research method examines in depth purposive samples of data to better understand an FDI phenomenon.
Further, we are interested in producing findings that are applicable beyond the immediate boundaries of the study, through data already available at World Bank's 1) Microdata Library -Enterprise Surveys 2 and 2) DataBank. 3 The World Banks' DataBank "is an analysis and visualization tool that contains collections of time series data on a variety of topics," while the Enterprise Surveys data sets specified by the World Bank Microdata Library are "a firm-level survey of a representative sample of an economy's private sector."
State of Affairs
The latest value for Foreign direct investment, net (BoP, current US$) in Macedonia was ($230,313,801 .00) as of 2015. Over the past 10 years, the ownership). So, in 2002 there was 15.8 % for foreign and 11.7 % for domestic ownership, where as in 2013 jump in foreign to almost half of the economy at 43 % and 35.1 % for domestic ownership. At the same time there was a rise in foreign direct investment from 2.8 % (2002) to 3.3 % (2013) (notwithstanding the effect of the global financial and European debt crisis). Figure 6 shows the movements of foreign capital, domestic ownership and foreign direct investments for the specific years analyzed. It can be said that foreign capital influx and domestic enterprise creation (expressed through movements in domestic ownership) are in line with the movements of foreign direct investment.
Labor Market Movements and Foreign Direct Investment
The data used to determine job market movements was taken from World Bank Microdata Library -Enterprise Surveys and International Monetary FundWorld Economic Outlook Database (2002 Database ( , 2005 Database ( , 2009 Database ( , and 2013 . There is significant difference and oscillation on the job market measured through the unemployment rate, which shows that in 2002 it was 31.9 % (almost third of labor force unemployed). The peak was in 2005 with 37.2 % which by any economic theory is an unsustainable situation, dropping to 32. claimed that lowest point was in 2005 (1.6 % FDI in percent of real GDP), which is in line with highest point of unemployment the same year. On the contrary, the highest points of FDI and foreign ownership dominance (3.3 % and 43 % respectively) lowered unemployment rate for almost 10 percentage points, which by any standard is quite a good deal. These movements are presented in Figure 7 where it can be detected inverse proportionality between FDI and unemployment rate.
Gross Domestic Product and Foreign Direct Investments
The movements of the gross domestic product for the time period analyzed (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) show positive and upward climb (apart from the global financial and European debt crisis). In 2002 the growth of real GDP was 0.9 %, while in 2008 climbed to its highest peak at 5.9 %. The lowest point for the period in question was in 2009 at -0.9 % and 2012 at -0.4 % which correlates to international financial movements and especially the European debt crisis. As far as foreign direct investments are concerned, in 2002 they were at 2.8 % of real GDP with a peak of 8.6 % in 2008. The lowest inflow of foreign direct investments was in 2009 at 2.1 % and 2012 at 0.9 % of real GDP. Since then there is positive inclination related to increase of foreign direct investments and it noteworthy to claim that increased FDI impact on increased foreign ownership. Figure 8 shows that gross domestic product and foreign direct investments are closely tied ('power' lines match exactly). Indeed, it is evidence that the influence of foreign direct investments is considerable and contributes greatly to the domestic economy.
Findings and Future Research
It is apparent that foreign ownership advances over time because of imposed policies as well as the overall growth of the economy's gross domestic product owing to an increased influx of foreign direct investment. Economies, especially transition economies in the first wave of a significant influx of foreign ownership, can see important growth in overall employment. Domestic-owned firms are included in the process and are very likely to add more to value chains as time progresses. This research relays on broad indicators that helped assess foreign capital movements such as FDI influx and foreign ownership percentage, as well as the general trend of gross domestic product. Further, the first wave of significant influx of foreign ownership can increase overall employment, and as foreign ownership imposes on the domestic economy as a result of imposed policies, the overall progress of the economy's gross domestic product increases because of incursion of foreign direct investments. It is preferable that in forthcoming projects investigators wish to use the methodological tools (case study and qualitative research) as applied in this article in order to compare results and draw conclusions, thereby enriching academic and policy debates.
